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Summary
Uniplex is a small business founded by principals that have extensive backgrounds in the
security alann field. We are a manufacturer of Part 15 spread spectrum radios licensed and
operating in the 902-928 Mhz band. In addition we have developed and intend to deploy an
AVM/LMS system based upon our spread spectrum technolog as our pending licenses
issue.

We urge the Commission to take the AVM/LMS industry seriously in its rule making
process. The foresight of the Commission in establishing interim AVM rules has had the
desired effect of encouraging U.S. innovation and investment in the technology. In
addition to promising new services that benefit the public, the economy will likely benefit
from the export potential of this U.S. led technology.

In this document we wish to express three points for the Commission to consider:

1) The point made by some parties in this proceeding indicating that GPS technology can
provide the services contemplated by AVM/LMS is not true. The technology that we and
others have developed using a terrestrial location infrastructure can potentially provide
services that are very much in the public interest and can not be effectively addressed by
GPS technology.

2) The AVM/LMS service is still a high risk emerging industry which will require
continued innovation in technology and marketing before it gains widespread acceptance
like cellular phones have and PeS services are expected to. H the Commission were to
decide to move the AVM/LMS allocation to new spectrum that falls under the auction
process, small innovative companies like ourselves would probably not be able to
participate and would suffer substantial financial loss.

3) We regard the Pactel proposal that puts forth specific suggestions toward the resolution
of conflicts between users of the 902-928 Mhz band as a constructive step. We believe,
however, it constrains technological innovation and creates unnecessary enforcement
issues. We outline some alternatives.
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Discussion
1. In the matter of GPS based systems beinl CQuated to AYM/LMS &ystems.

Although it is true that GPS receivers are priced in the several hundred dollar range and
GPS coverage is worldwide, implementation of a useable vehicle based system in an urban
environment is costly and cumbersome compared to AVM/LMS. First, GPS is a receive
only system capable of providing navigation fIXes to the vehicle but requires some sort of
communications sub-system to provide location infonnation to the remote dispatcher or
fleet operator. Secondly, in order to obtain accurate fIXes GPS systems may require a third
sub-system that communicates to a terrestrial differential correction station. Additionally
some GPS systems employ a dead reckoning sub-system to interpolate position between
fixes which are frequently lost due to signal obstruction from trees or buildings.

In contrast AVM/LMS systems can potentially provide accurate remote position and
communications in the same system at significantly lower hardware and installation
expense. Further, the need to mount GPS antennas on a vehicle rooftop to provide the best
"view"of the satellite constellation invites attack in security applications which may be the
leading applications of vehicle location technology.

Given the above contrast between GPS and AVM/LMS systems it would be hard to
imagine how GPS technology could evolve to provide location and tracking of individuals
wearing transmitters as we believe to be feasible using simpler AVM/LMS technology.
Such personal tracking services could potentially revolutionize the penal system, provide a
metropolitan wide personal emergency service and track lost children and alzhiemers
patients.

2. In the matter ofre-Iocatinl AVMlLMS to &PCCtrum available on an auction basis.

We ask that the Commission recognize that AVM/LMS services are an early stage emerging
business segment which requires further technical and marketing innovation and system
integration before it will win acceptance to a profitable level. Perhaps this is best illustrated
by the case of Teletrae who began offering AVM services in 1991 and appears to be the
leading provider at this time. Quoting from a PacTel Corporation prospectus dated
December 2, 1993 (Exhibit 1) ''Teletrae is in the start-up phase of its operations and to date
its services have not achieved a significant degree of commercial acceptance. Teletrae
reported net losses before taxes of $49.1 million, $36.8 million, $12.7 million and $33.3
million during 1992, 1991, 1990 and the nine months ended September 30, 1993." We
presume that capital expenditures required to build the network infrastructure for the six
markets currently served by Teletrac are not reflected in these figures.

In contrast, Uniplex has developed its AVM system for less than $2 million and plans beta
deployment within a month. We submit that the additional fmancial burden caused by
moving the AVM/LMS allocation to spectrum that would only be available through the
auction process would create a very tilted playing field virtually excluding small innovative
companies like ours and cause severe financial hardship for us.



3. In the matter of the factel Telettae prQPOSal.

Bandwidth and band sharin~. Pactel has suggested that the total bandwidth allocated to two
users in a market be 10.5 Mhz instead of the present 16.5 Mhz (considering the .25 Mhz
"nanow band" forward links). We believe that a concession of this nature could favorably
impact the Part 15 and AVI users of the band without seriously degrading LMS if properly
implemented.

One of the problems with the Pactel proposal is that it is specifically tailored to a technology
that is not compatible with ours or, to the best of our knowledge, any of the other
companies that have developed newer AVM technologies. Adoption of such a
technologically specific standard would favor Pactel and have devastating financial
consequences on companies such as ours who would have to go "back to the drawing
board" while Pactel would be in a position to secure channel protection by building
networks around its current technology. In addition, such a narrow technical standard
constrains innovative technological advances which will otherwise likely evolve to better
serve future market needs.

A further problem with the proposal is the sharing concept. This and the frequency
allocation issue both appear to be very specific to the Pactel technology. Adoption of such a
proposal would not only be devastating to our efforts but would create an enforcement
burden on the Commission.

We believe that a better compromise in the interests of other users of the band is to shrink
the existing two 8 Mhz bands to 5 Mhz each and not authorize any further "forward links"
outside of these bands. This would result in even more free spectrum for other users than
the Pactel proposal would because it would eliminate, potentially, .5 Mhz of forward link
allocations which we don't believe are authorized in 90.239 anyway. It would seem that
Pactel could accommodate their forward link on a shared basis within their 5 Mhz allocation
more easily than they could accommodate another shared user. From our perspective we
would prefer the lower bandwidth without the burden and constraints imposed by a sharing
scheme.

If few technical restrictions are placed on the use of the 5 Mhz allocations, multiple
technical approaches can compete and evolve in the marketplace without additional
burdensome actions by the Commission. We would suggest the frequencies 904-909 Mhz
and 921-926 Mhz which leaves a contiguous 12 Mhz for Part 15 users.

Transmitter classification and power limitations. Again, we find Pactel's classification of its
transmitters technology specific and narrow. We suggest that licensed fixed transmitters be
permitted 300 watts ERP and mobiles 30 watts ERP.

Implementation TeQ,.Uirements. Pactel proposes criteria that would provide channel
protection that includes the requirement that 1,500 mobiles be on the system but does not
specify a timetable. In our judgement that could take as long as two years with a reasonable
marketing effort in a modest sized market. The Pactel prospectus dated December 2, 1993
indicates Teletrac has only 27,000 units in service as of September 30, 1993 in the six large
markets it serves despite operating expenses exceeding $100 million over more than three
years. The question raised is what happens between 0 and 1500 mobiles?

The issue of how to Provige equitable access to spectrum to those of us who have invested
in the development of technology under the existing rules seems to us to be the most
difficult issue that the Commission should resolve. We ask, that in your deliberations, you



consider the extended construction times granted early licensees as well as engineering
delays that some of us may incur if technical requirements are changed by this proceeding.

Respectfully Submitted,

UNIPLEX CORPORATION

,),(td~/tl( .'{. L
1

,""

McNeil Bryan
President
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PacTel Corporation (the "Companv") Is offering 60,000,000 shares of Common Stock, par value $.01 per share
(the "Common Stock"), In concuuent offerings (collectively, the "Ofterlngs") In the United Slates and Canada by
the U.S. Underwriters (the "U.S. Ofterlng"), In Europe by the European Managers (the "European Offering") and
In Asia by the Asian Managers (the "Asian Offering"). Of the 60,000,000 shares offered hereby, 42,000,000 shares
are offered Initially in the U.S. Ofterlng, 13,500,000 shares are offered Initially In the European Offering and
4,500,000 shares Bre offered Initially In the Asian Offering, suhject to transfers among the U.S. Underwriters, the
European Managers and the Asian Man8yers (collectively, 1I1t1 "Underwriters"). Before the Offerings, there has
been no public market for the Common Stock. See "Underwriling-,-Determlnatlon of the Offering Price" for a
discussion of the factors considered in delerminlng the Initial pull lie offering price.

Prior to the Offerings, Pacific Telesis Group ("Telesis") will own, dlrecUyor IndlrecUy, 100% of the outstanding
shares of Common Stock of the Company. Telesis has announced that, SUbject to final approval by its Board of
Directors, Telesis intends to distribute to its shareowners all of the Common Stock of the Company owned by
Telesis (the "Spin-oft"). Telesis currently anticipates that such (jistr6bution will occur within six 1II0nths after the
closing 01 the Offerings. See "Investmellt COllsiderationsReialionship Between the Company and Telesis." After
completion of the Offerings and prior to Ihe planned Spln-qlt, Telesis wiD own approximately 88% of the total
number of outstanding shares of Commoll Stock of the Company (approximately 86% if the over-allotment options
referred to below are exercised In fUll).

Up to 5,000,000 shares are being reserved for sale to officers, directors, prospecllve directors and employees of
the Company, Telesis and certain of Telesis' subsidiaries and partnerships at the Initial public offering price.

The Common Stock has been approved for listing on the New York Stock Exchange upon notice of Issuance
under Ihe symbol PlW.

See "Investment ConsIderatIons" for certain Information that should be conaldered by prospective
purchaser. o' the Common Stock offered hereby.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY
OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

-------------::-------
Price to Undwwrltlnll Proc••d. to
Public: DI.count Compan~C1)

Per Share .. .. . .. . .. .. .. .. .. .. .. .. .. . .. . $23.00 $1.15 $21.85
Total(2) , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,380,000,000 $69,000,000 $1,311,000,000---------_.- -_.,_.- ._.._~-- --,-------
(1) Before deducllng expenses pa~able b~ the Compan~ esllmated 10 be $4.620,000.
(2) The CompanV has granted to the UndefWl'lte,s 30-day options 10 pUichase up 10 lin aggregale of 8,~,OOOadditional shares of Common

Slock at the Price to Public les. the UnderwJiting DiscQunllo cover ovarallotmenta, If anV. If such' option••••Kerelsed In full, the lotal
Price to Public, Underwriting Discount, and Proceeds 10 Compan~ wIN be $1.575,500,000, $78,775,()()O and $1,496,725,000, respectlvelV·
See "Underwriting."

Lehman Brothers Salomon Brothers Inc
The shares of Common Stock are offered subject to receipt and acceptance by the Underwriters, to prior sale,
and to their right '0 reject any order in whole or in part and to withdraw, cancel or modify the offer without notice.
It Is expected that delivery of the shares will be made In New York, New York, or through the facililles of The
Depository Trust Company, on or about December 9, 1993.

Salomon Brothers Inc
Goldman, Sachs & Co.
es First Boston

Donaldson, Lufkin & Jenrette
S.curlU•• Corporation

Morgan Stanley & Co.
Incorpor.'ed
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Cellular services revenues were $603.3 million during the ntne months ended september 30, 1993,
a 21.5% Increase over the filst nine months 0' 1992. Tha increase In revenues In the 1993 period was
primarily a ,esult 0' domestic subscriber growth. The Company Is ualng the equity method to account
for its 'nterest In the PacTal-McCaw Partnership, which was 'armed on September I, 1993. As a result,
the revenues from the Company's San francisco and San Jose markets are not renacted in the
Company's consolidated callular services revenues after September 1, 1993. " the PacTel-McCaw
Partnership had closed on January I, 1993, the Company's pro forma cellular services revenues for
the nine months ended September 30, 1993 would have been $451.5 mlUlon. See "Selected
Consolidated Financial and Pro fOflna Oata- Pro FOJllla Condensed Combined Statements of Income
Data" and Paclel Corporatioll alld Subsidiaries PIO Forma Condensed Combined financial
Statements.

Paging Services. Paging se,vices revenues prilllsrily consist of paging service charges and
rentals of paging units in the United States and, to a SI/Iull extent, Thailand. Paging services revenues
increased 20.3% In 1992 and 154% in 1991, as compared to the previous year. Such increases In
paging services revenues primarily resulted from :306% and 26.8% Increases In the number of
domestic paging units In servieu ill 1992 alld 1991, (t:ispecUvely. as compared to the previous year.
The Increases In domestic payiny units in service wllect Increased penetration In existing markets
primarily through successful retail and reseller page, sales programs and the eslablist.ment 0' new
paging operations. The elect of such growth in payilly units in service was allset In part by a slight
decrease in the average. revenue per paging lInit in selviee.

Paging services revenues increased by 259% cJwing the first nine months of 1993 as compared
to the same period in the prior year primarily as a result 0' domestic customer growth. The number of
domestic paging units in service increased by 39.3% during the one-year period ended September
30, 1993.

Vehicle Loca/ion Services. Vehicle location servi{;es revenues from Teletrac primarily consist 0'
charges on corporate Reet tracking and stolen vehide tracking services. Te'etr~c's vehicle location
business is in the start-up phase and its services have not yet achieved a significant degree of
commercial acceptance. Telelrae initiated operations ill los Angeles. Chicago, O,troit and Dallas/Fort
Worth in 1991 and in Miami and t louston in 1992. Teletrac's vehicle location services revenues were
$0.7 million in 1991. $2.4 million in 1992 and $2.8 million in the first nine months of 1993.

Product Sales and Otller Revenues. . Product sales and other revenues primarily consist 0'
revenues from sales and rentals 0' cellular telephones, sates a. paging and vehicle location units, and
installation charges. The increase in product sales and other revenues in the first nine months of 1993
and in 1992 and 1991 is attributable to Increases in sales 0' paging equipment and, to a lesser extent,
sales and rentats 0' cellular telephones. The Company sells cellUlar telephones and paging units
approximately at cost. Such costs are included in Cost a. revenues.

Operating Expenses. The 'allowing table sets forth the componellts of the Company's operating
expenses for each 0' the last three years and 'or the nine months ended September 30, 1993 and
1992.

Ve.r Ended December :11,

.8'2 ."1 .'10
(In millions)

Nine Months
Ended

September 30,

1893 1192

Operating Expenlea
Cost of revenues . . . . . . . . .. . .
Sellinp and customer operations expenses .
Generat, administrative and other expenses .
Depreciation and amortization .

Total operating expenses .

24

$174.4
262.9
203.6
143.4

$784.3

$138.4
201.5
174.6
130.0--

$644.5

$118.2
159.7
145.0
110.0

$532.9

$158.5
210.1
183.3
129.9

$681.8

$128.5
184.2
150.0
104.7---

$567.4



In August 1993, the United States govemment enacted the Omnibus Budget Reconciliation Act of
1993, which Incorpor~tesnew business tax provisions. These include an Increase in the corporate tax
rate from 34% to 35% retroactive to January 1, 1993. The Company's adjustment f9f the change in tax
rate reduced net IncQme bV approximately $4.7 mUlion In the third quarter of 1993.

Income (Loss) Before Extraordinary Item and Cumulative Effects ofAccounting Changes. The
Company reported Income (loss) before extraordinary item and cumulative effects of accounting
changes of $(10.1) miUkm, $43.1 mimon (which included a $26.0 million pre-\ax gain on the sale of
wireless interests) and $50.0 millioll for 1992, 1991 and 1990, respectively. The decUne in income over
such three year period was primarily the result of increasing start-up losses from the Company's
international wireless ventures, interest expenses relalod to the Company's international investments,
expenses associated with the COlllpany's intesnationallicense app"cations and operating losses from
Teletrac. .

Telelrac (including ITS) reported pre-tax losses of $49.1 mittlon, $36.8 million, $12.7 million and
$33.3 million during 1992, 199 I and 1990 and the nine months ended September 30, 1993,
respectively. The Company does not expect Teletrac's operations to be profitable for several years and
does not intend to expand Telehac's operatiolls signilicanUy until its services achieve a higher level of
commercial acceptance. The Company is continuollsly evaluating and considering other commercial
applications of its technology and radio location spectflun.

The Company is currently pursuing opportunities to expand It& wireless operations in international
markets and intends to palticipale acllvely In the license application process for PCS in the United
States. To the extent that the Company is sllccessful in its pursuit of new wireless licenses. the
Company will incur start-up expenses which, at least in the shorl-term, will have a dilutive effect on the
Company's future earnings.

Extraordinary ltell1. 1he extraordinal y item rllcorded by the Company in 1992 is the result of a
$12.7 million early redemption tlxpense related to lilt:! refinancing of $100 million of long-term debt.
The debt was rellred with short term fundiflg provided bV PTCA. See Note G to the Consolidated
Financial Statements of PacTel Corporallon and SuLsidiarie$.
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ana digilal paging syst~m was opt;faliof"41 in 14 cilies, inclulling Madfid, Barcelona and Seville.
~om·T~emensaje OnDfi tone-on&v, numeric and alphallum~lic paging s&fVices. ~ September 30,
1~, Sist*om·Telemensaje had apploximate&v 11,500 sublicfiuer,. Commwcial sel'Vice Ai expected
to Qe available in aU 0' Spaio',. major cilies uv 1994. The ~cense requiles Ulat all provincijil capitals and
all eWes wilh a population at QJ~ter than 150,Poo be covered uy S~ptember 1994. .

Thailana. The Company plovides nalionwide paging sen/ice in Thailand through a 49% inlerest
in PerCom Sel'Vice Umited ("PerCom"), which has s~",ed all 0' Thailand's major population centers
since febluary 1991, and UllOUgh a wholly owned subsiuiary lIlat has provided se",iceio Bangkok
since 1987. These compapies opur<de logether under II IU name PacUnk n. and jofnUy ~el'Ved

approximately 94,000 suuscribt.us al Suptulllbur 30, t99~ PurCom is obligated under its license to
pay belween 25% anu 40% 0' its annual paging re\/Unues tu IIIU Communications Autho,.ity·ot Thailand
("CAT") during the tihi;ltln-year t~UIl 0' IIlu license, wllh guaranteed payments ot appro~alely $57
mi&lion o\/er such peliod, o. which applU"imaluly $3. \ mimoll had been paid as of September, 1993.
Under lIle Bangkok paging license, IIlu COlllpauy is olliluatud lu pay 33% 0' its annual paging re\/enues
to CAT, with gualanteeu paymenls 0' al IUd::.1 $14.6 IIl1l1ion ruquilt~d uuring lhe remaining term 0' the
license.

FrancB. In September 1993, th~ Frunch go\/emlllent awarlJud one ot three nation@.! digital paging
licenses to Omnicom, a joint ventur~ in which the Company lias an 18.5% interest The Company's
principal paranels in Ownicom ~e Bouyguus SA. anU Soci~le Gen$rale. Omnicom plans to adlJ male
paranelS in the future. Ornnicom will con::.lrllct and operale a nationwilJe digital paging network based
on ~RMES, the Euwpean lii\dio mtlf:isagillg f:ilalluard, and exptl(.ts tQ begin s~l'Vice in Parili by Oclobel
19~4. The license fequiH1s th~ 20% u, llib population be cuvureu by lhe end at 1994 and 60% by the
end ot 1999. .

OUlar ServiceI

PacTBI TBIBvac
The Company, through it5 subsiuiary Location Technolugies, toc. f'LnU

), has a 51~ intelest in
Teletlac, a partnership lhat ottefs vuhicle localion survices. Tuletrac cunenlly has operations in Los
Angeles, Detroit, Chicago, Dallas/Fort Wurlh, Houstun anu MI<.Ulli, ao.d has licenses to opDfate in more
than 100 additional cities. Th~ los Angulus syslem, the tll~l to commence commercial opelalions,
be~n otteling such services in January 1991. '. ~.

Teletlac is in the start-up phase of its operations and to data its sel'Vices have not'achieved a
significant degree at commDfciai acceptance, Teleuac reported netlQsses be'ofe taxes Q' $49. 1million,
$39.8 million, $12.7 miUion and $33.3 million dUling 1~92, 1991, 1990 and thp nine !JlOflUls ended
September 30, 1993, retipectivelv. The Company does not expuct T~etrac's operations to be profitable'or severat years. The Company intenus to lake actions t9 relJuce T'i\letrac's oper~ting loss,s and does
nol plan to expand TeltdriiC'$ opt;rations tiigniticanlly until ilS s.r\/ic~s achiave a higher level of
commerciat acceptance. Tne (;;ompanv is exploring \/arious oppOflunities to expand .lhq market tor
Teletlac's services and is continuously evalualing aild consilJering olhef commercial appliciltions ot its
technoloQV and ladio location spectrum. .

TBChnology. Teletraclocates vehicles through lhe precise catculation at the lime a ladio signal
lak~s to travel 'rom a vehicl{;t equipptHJ with a Teletrac vehi~lb loca~n unit ("VLU") lO T."ac's land·
ba.-eQ receiver stations. Tbl~trac'~ propriularv sohwara aUhJlllalica1ly utllermines lhe vehicle's location
batted on the time the tiignal ani\/us at each station, lIle guugraphicrtllalionship between Ule slations.

\

anp Ule speed at which th6jl signal tra\/uls. This location is tllen diliiplaved on a computer-generated
map. This process takes only seconds and is genelally accurale to within 100 teet, depending on
building obstruclion, vehicle difeclion and radio wave intel1erence. ::.

\ Products and SBfViCB~ Telelrac otters two prima.fY Sel'ViCeS; fleet tracking and sl9len vehiclel location. Fleet tracking allows &ubscribers to monitor the location O! all of their vehicles ~Uipped with
VLUs, such as taxicabs, amputanc6s, municipal buses and illira-cit~ delivery lrupks. A iublicriber may
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use the leet tracking service to determine. for example. which vehicle Is closest tQ a customer or
whether a vehicle Is devlaling from its route. In addition, an alert bulloo located in th.:vehicle allows a
driver to signal an emergency. Teletrac had approximately 19.500 fteet tracking u~s in service at
September 30, 1993. Teletrac's stolen vehicle location service is automatically triggered when a car
alarm connected to a VlU Is not deactivated within a short time after being trigger,d. The VlU will
automalically broadcast a signal that will appear on Teletrac's monitor•. Teletr~ personnel will
simultal1eously attempt to contact the owner of the car and the police. Teletrac pro.Vtdes the police
with information such as the model and license number of the car. ali well as its 10catiOp. The Company
also ia In the process of introducing an emergency roadside assistance program fQr ~bscribers of its
stolen vehicle location service. Telelrac had approximately 6.400 stolen vehicle location units in service
al September 30, 1993.

MarkBting. Teletrac's neet tracking service is marketed through a direct saaesJorce located in
the individual markets served, and, for national accounts, through a sales group located in Los
Angelea. Teletrac sells the VLUs used for fteet tracking directly to the purchas~r ~f the service at
negotiated prices, and charges a monthly fee of between $20 and $30 per mon'h based on system
usage. Teletrac's stolen vehicle location service is marketed by distri~utors' oLVLUs. such as
automobile and electronics dealerships who purchase them directly from manuf,ct~rers. Teletrac is
not involved in the sale 0' such units. Once a customer has purchased a unit. Tel,,-ac receives an
activation fee of approximately $50 and a $15 monthly service fee thereafter. >:;.

; t~'

CompBtition. In fteet tracking, Telelrac's competitors include satellite services and traditional fteet
management services. such as specialized mobile radio, which allows a driver to cOIf'municate with a
dispatcher. In the stolen vehicle location market, a competitor that uses a different tfChnology began
to offer service In several major cities prior to Telelrac, and competes directly with T,le1rac In most of
Itsmarkets.'

Joint VBnturB. The Company. through LTI, currently owns 51% of Teletrac.'fNorth American
Teletrac ("NAT") (the other partner in Telelrac) owns, directly or Indirectly, 49%. Piior to March 31,
1995, and if certain conditions have been fulfilled, LTI and NAT may each elect to cause a combination
of NAT and LTI. In the combination, the shareholders of LTI and NAT would rec,lve stock in the
combined entity in an amount reflecting their inqirect interest in Teletrac. The sharehDtders of NAT may
also elect to have the combined entity register its shares in an initial public offering (the "LTI IPO").
The LTI IPO must generally occur prior to March 31, 1995. "

;

The Company and its affiliates have the right, but not the obligation, to provide eapital to Teletrac
or the combined entity using convertible notes, prior to the earlier of March 31, 1~95>or the LTIIPO. If
the Company's affiliates do not purchase such notes. funds may be sought from other sources (subject
to certain restrictions). Teletrac also guaranteed a $49.5 million dellt 0' NAT's subsidiary, and affiliates
of the Company have issued letters of responsibility supporting that guarantee. .:'

Convertible securities may only be converted after the earlier of the LTI IPO or ~Ch 31, 1995. If
converted within two years after that date, the conversion rate will generally be fifty p.,cent of the price
at which stock was sold in the LTI IPO (or, if the LTt IPO did not occur, an appraised price). The
Company may not convert during that two-year period to the extent the conversion would result In the
Company owning more than 10 percent of the company. After that time, the conversion rate will equal
the LTIIPO price until anolher limitation, based on a 1:9 relative ownership ratio between the former
NAT shareholders and the Company, is reached. Thereafter, the conversion rate Will equal the fair
market value of the shares. .

:~~

Long DistancB ,
The Company presently holds a 10% interest in International Digital Communlcaijons ("IDC").IDC

provides long-distance telephone service between Japan and over 60 countries,lnciuding the United
States, to business and residential customers. IDC also offers private leased ~lrcUlt services wilhln

? '.
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PACTa. CORPORATION.AHD SUBSIDIARIES

HOTES TO CONSOLlOAT~D fiNANCIAL STATEMEHTS-(ConUnuad)
(UnaudUad wAah Jaipa~' &Q aha paJlodi and8d S~p'ambaJ30, 1883 and 1882)

E. Joina V8nWlai and ~quti."oni(ConUnu8d)

The Company has ahe oppoounity to evaluate up '0 three "'"erent appraisal values during the 18­
month padod baginning in August 1996, prior to determining whether to causa tha Redemption. The
Company will fioanca the Redamption by prolJiding to CCI any nacassary funds.

In 'ha avent that tha Company does not exercise its right to cause the Redamption, CCI Is
obligatad to prompUV commence a procesl:i to suit itsel' (and, i' directad by the Company. the
Company's interest in the PacTal-CCI Pcu·tnership). In tha event that tha Company doa~ not diract CCI
to sell aha Company's interest in the PacTtllCCI Partnership such partnership dissolves and Ule assets
are returned 10 the contlibuling partner. CCI ma", in lhe aUt/maUve, pUlchase the Company's interest
in CCI or CCI and the PaeTel-CCI Partnership, as Ule case may be, at a price based upon their
apPlaisad valuas datelminad in aecordallce with Ule Melger Agreement. It CCI or its interest in the
PacTel-CCI Partnership is sold within cOltaiu specified time periocJs not to axceed lwo years tor a price
less than the appraisecJ private matkot value, the CompallY is obligated to pay to each other CCI
stockholder a specified percentage of such sho,ll.dl.

In connection with tlle CCllransaction, Ttalesis cJelivereu a leUer 0' responsibility in which it agreed,
among other things, to continue to own a coutrolling interest ill the Company. Telesis and CCI have
agreed to ahe termination of such letter 01 responSibility at the time thal Telesis no longer has a
controlling interest in the Company in exchangl:l lor Ule provision by the Company at substitute credit
aSSUlance, consisting at a $600.0 million leUt" 0' creuit anu a pltluge 0' up to 15% of CCl's shales on
a 'ully diluted basis, tor tt~e Company's otJliyaliolls in WHlltlcliOIl with lhe MAO and 'or the payment 0'
any make-whole obtigalion, re~pectivtlly.

McCaw CtJllulaf Communications, Illc.

In September 1993, the Company anu McCaw Ct#llular Communications, Inc. ("McCaw")
contributed their respecthie cellular operations in San fronci::ico, San Jose, Dallas, Kansas City
(Missouri/Kansas) and certain adioininij areas 10 a ioint venture with equat ownership by each
company. The new venture ltlle "PacTelMcCaw Partnership") will manage two large cellular regional
networks covering an estimated population ot 9.2 million people. (The Company currently has
operations covering an estimaled population of 4.5 million people in the joint venture service area.) In
a related transaction, the Company purchased McCaw's Wichita and Topeka systems for $100_0
million. (See the Pro Forma Condensed Combined financial Statements included as an exhibit to these
financial statements, incorporating the PacTal-McCaw Partnelship and the purchase ot McCaw's
Wichita and Topeka systems.)

PacTB/ TB/wac
PacTet Teletrac ("Teletrac"), a start-up company olering vehicle location services in six markets

in the United States, is 51% owned by the Company, and thus its operations are consolidated with the
ComparlY. Electi'Je March 31, \992, Teletrac exercised its option '0 acquire alt ot the assets of
tntemational Teletrac Syslemli ("ITS"). The acquisition price watt $9.5 million to be paid over lWO years
and the creation ot a $69.7 million "prefenecJ capital account" tor ttle benefit 0' ITS, which Teletrac
accounts 'or as long-lerm debt. This amount has been nelled with a $20.2 million receivable trom ITS
and is reHeeted as $49.5 mipion long-term debt in the ConSOlidated Balance Sheets (see Note G).
Addiliona"~. the Company's 49% parlner in Teletrac provided ITS with a 24% ownership interest in
Telelrac, and, as a part of the purchase agreement, Teletrac credited ITS' capital account $2.5 million.
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PACTEL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED fiNANCIAL STATEMENTS-(Contlnued)
(Unaudited with re.pec:t to ane period. ended September 30, 1993 and 1992)

E. Joint Venture. and Acqul.ltlon. (Continued)

Prior to the March 31, 1992 acquisition of ITS' assels, Telelrac had no ownership Interest in ITS.
However, the Company had an obligation through Teletrac to ITS' lender, who had funded the
substantial operating losses of ITS. Because of this obligation, Teletrac has consolidated ITS for all
periods presenled.

As of December 31, 1992, the Company had advanced Teletrac $79.5 million for ongoing
operating expenses. Telelrac pays inlerest quartelly at Wells fargo's prime rate plus 2%. Advances
issued prior lo May 29, 1992 have a three year term with an option to extend for up to an additional
five years. Advances issued aher May 29, 1992 have a six·yeal term. The Company can convert Ihe
advances into additional equity interests in Telelrac or Teletrac's corporate successor. The conversion
rate may be based on an appraised price or a percentage of the price of stock issued in an Initial public
offering for Teletrac's corporate successor. Such Initial public offering, which may be solely elected by
the shareholders of the minority partner of Telelrac. must generally occur prior to March 31, 1995.

f. Intanglbl. A...ts

Intangible assets consist of the following (dollars in millions):
December 31,
1112 1111

FCC licenses, at cosl, less accumulated amortization of $26.8 and $21.8
for 1992 and 1991, respectively. . . . . . . .

GoodwiU, at cost, less accumulated amortization of $8.0 and $6.5 'or 1992
and 1991, respectivelv . . . . .

Other intangible assets, at cost. less accumulated amortization of $20.3
and $21.9 for 1992 and 1991, respectively .

$163.8 $168.2

45.9 36.4

15.3 19.6---- --
$225.0 $224.2

,
'l:j

~

G. Debt

Due 10 A#iliales Within One Year

Prior 10 the Spin-oil, the Company intends to seltle in full 'rom batt) the equity contributions and
olher funds provided by Tetesis (see Nole A) as welt as from proceeds: of the Offerings lhe amounts
outstanding under lhe lending arrangements described below (see NoteR). Accordingly, the majority
of all borrowings from aliliates has been shown as short·term at Decemb~r 31, 1992. Amounts due to
affiliates within one year, $906.7 million and $507.8 million al Dectmber 31. 1992 and 1991,
respectively, are primarily promissory notes bearing Interest at the effective cost of capital for the
lending affiliate, which averaged 5.7% during 1992 and 8.1% during 1991, and for which Inlerest Is
payable weekly. Also included in this caption &Ie accounts payable and accrued liabilities tolaltlng
$33.3 million and $9.9 mlfffon, at December 31, 1992 and 1991, respectively.
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PACTS. CORPORATiON AND SUBSIDIARIES

NOTES TO CONiOUDATED fiNANCIAL STATEMEHTS-CConIInued)
CUnaudlaad walta-••,peert ao &he 1*1008 aAdad Sap&embal 30, lii3 and lii2)

G. D.W (ConUIWad)

Non-CUUtml 8offOWinfJ$ Ou, to Milialti$

Non-current bonowingl due to alUiates ale as tollows (dotlals in millions):

o.c:emlMr ;u,
1"2 1111

100.0 100.0--
234.5 149.5
100.0 --

$134.5 $149.5--,

less portion due wilhlrl one Ve8f .

Note payable to an alili". r86aling to UUi CCI transaction, maturing
JanuarV :U, 1991, iotWHl ill the eltecUve co~1 ot capital tor the lending
auwaae, which rate avwaged 5.1% during 1992, interest pavaoIe semi-
annually and principal due ill maturilv . . . . . . . . . . . . . . . . . . . . .. $ 85.0

Note payable to an aIUiia' relating '0 the Teletrac transaction, $9.5
maturing Decembtl 20. 1995, $40.0 maturing Januarv 31, 1996. interest
at prime plus 3% wiah Intwest pavable quarterlv and principal due at
matUlity (Note f) .. . . . . . . . . . . . . . . . . . . . . . . . .. 49.5' 49.5

Note paVabie to an a"e, maturing September 25, 1993, interest at the
elective cost of capiaallOIthe lending altibale, wtlich averaged 5.1%
and 8.1% during 1992 and 1991, re~psclivt:IJ'. illieresl paVauls semi·
annually and p/inclpal due al malu/ilJ' . . . . .

I

Maturities of non-curre(ll borrowings due to alfibates are as follows (dollars in miWoos):

'.. . . . . . . . . . . . . . . . ~. . . .

Maturities:
1993 .
1994 .
1995 .
1996 .
1991 .
Thereafter .

$ 9.5
40.0
85.0

,
Toe CompaoY'i iod~ii to PacTif Capital AesoUices ("PTCA"), ooe of Telesis' finanCing

subsidiaries, is expectea ao be iubstaotiallV eliminated befOie completion of the 018110'1& (588 NOle
R). finanCing from PTCR wiM not be avcWabl& after the Offerings. Mer toe proceadi of the Oll8llogs
ale invested,ahe CompaoV wiM b.sue its own.dibl as needed. No assurances can be given that simitar
terms wi be obtained.

. \
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